In the past research on equity incentives, the influence of incentive system on individual psychological factors was often neglected. From the perspective of behavioral company finance, this paper takes executives from 2010 to 2016 China A-share listed companies as research samples to research framework for overconfidence, executive equity incentives, and corporate inefficient investment. The results of the study show that equity incentives can alleviate the underinvestment behavior of executives by influencing executives' overconfidence, and executive overconfidence is partly a sub-mediating effect. However, for over-invested enterprises, the indirect effect of executive over-confidence generated by equity incentives on corporate over-investment is a deterioration, and the direct effect of equity incentives is opposite to the indirect effect. So executives' overconfidence in equity incentives, in the excessive investment of enterprises, plays a special mediating effect-the cover effect.
Introduction
In recent years, investment-driven economic development models have been widely criticized, and as the scale of investment in fixed assets continues to rise, investment efficiency has continued to decline. The low efficiency of macro investment is reflected at the micro level, indicating the problem of investment efficiency at the enterprise level in China. As a participant in the socialist market economy, enterprise investment plays an indispensable role in the total social investment. Therefore, the investment efficiency at the enterprise level deter-mines the overall investment efficiency of the society. In recent years, the investment scale of China's A-share listed companies has been increasing, but the investment efficiency has also declined year by year. The low efficiency of investment is manifested in the form of over-investment and under-investment.
Over-investment refers to the fact that in the case of free cash flow, the executives invest in those who cannot bring incremental income to the company for personal reasons. Insufficient investment is due to the risk avoidance behavior of shareholders and executives, and on the other hand, in those enterprises with financing constraints, because of the lack of funds, they have to give up some projects that can bring incremental profits to enterprises.
Over-investment and under-investment of enterprises seriously hinder the improvement of corporate value. Therefore, it is extremely urgent to study the mechanism of non-efficiency investment constraints. By closely linking the manager's salary income with the company's performance, it can alleviate the excessive investment caused by the agency problem, and can alleviate the insufficient investment of the enterprise caused by different risk preferences and financing constraints. Chu used data from listed companies in Malaysia to study the relationship between executive compensation, earnings management and excessive investment. This paper argues that there is an endogenous correlation between executive compensation and overinvestment, but the pursuit of overinvestment strategy by executive directors with company equity usually leads to the decline of equity value [1] . Sawers [2] , Shen [3] and Chen Xiaodong [4] mainly studied the situation of insufficient R & D investment caused by the fact that equity incentive alleviates the risk aversion characteristics of managers, and regarded the increase of capital investment and R & D investment level promoted by equity incentive as the improvement of investment efficiency [5] . In the construction of the manager's salary system, equity incentives are increasingly favored by listed companies, and the wealth that the equity incentives bring to the management is gradually increasing. From the official launch of equity incentives in 2006 to the end of 2016, China's A-share listed companies announced a total of 1374 equity incentive plans. In general, the enthusiasm of China's listed companies to implement equity incentive plans has rapidly increased.
In the past studies on executive equity incentives and corporate inefficient investment, most of them are based on the traditional relationship between the two under the principal-agent theory framework. There is an implicit assumption in this study that all parties involved are rational status. The behavioral finance theory that has emerged in recent years believes that the parties involved in the company's business activities are not completely rational, and the equity incentive mechanism assumes that the behavior pattern of the person is completely in line with the "completely rational economic man" hypothesis in the traditional principal-agent theory, while ignoring the more realistic situation of "incompletely rational economic man" of the system-related participants. 
S. S. Xiong
Studies by past scholars have shown that the design of the salary system will affect the manager's overconfidence mentality. Overconfidence is a kind of cognitive bias, which refers to the tendency of excessive exaggeration of private information due to limited rationality and cognitive bias. As the company's main decision-makers, the management team often overestimates the project's revenue and underestimates the project's investment risk when it comes to the risk and benefit trade-offs. This cognitive bias will lead to decision-making deviation from the company. So what role does the executive overconfidence caused by equity incentive play in the relationship between equity incentive and inefficient investment? Does executive overconfidence play different roles in executive equity incentives, overinvestment and underinvestment? This paper will relax the rational human premise in the traditional principal-agent theory, and try to explore the relationship between executive equity incentives and corporate inefficient investment from the perspective of behavioral company finance.
Literature Reviews

The Impact of Executive Equity Incentives on Insufficient Investment in Enterprises-Based on the Mediating Effect of Executive Overconfidence
Different risk preferences and financing constraints are the main reasons for the lack of investment in listed companies in China. First, Milgrom first analyzed from the perspective of risk-taking. Shareholders can reduce the overall risk by diversifying investment and thus appear to be risk-neutral, and managers can not disperse their own risk-taking characteristics, making them appear more obvious risks evasion tendency [6] . Aghion believes that managers' risk from corporate investment is not equal to the benefits they receive, which leads managers to abandon better investment projects in many cases, so managers may like to enjoy a quiet life. Rather than being keen on expanding the company's size, investing in new projects will increase their responsibilities and require managers to pay more working hours, so managers will be reluctant to invest in new projects based on personal self-interest [7] . In addition, the theory of information asymmetry believes that compared with investors, enterprise managers have more information about business operations, and investors' inadequate understanding of corporate information may lead to poor project financing, which hinders the process of investment projects and results in insufficient investment [8] . Finally, it is worth noting that in recent years, China's listed companies have seen another kind of investment "chaos". In 2016, a total of 890 listed companies in A-shares purchased wealth management products, with a total financial income of 1.07 trillion yuan. Revenue has gradually become a strong pillar of the performance of some listed companies, and even the company's "life-saving straw" to turn losses into profits. Listed companies do not think about how to improve the long-term sustainable development of enterprises when their main business is in a loss state, but they are overly dependent on investment and wealth management products, mostly because of the pursuit of short-term interests by executives.
The implementation of the equity incentive system can alleviate the underinvestment of enterprises. First of all, equity incentives have solved the situation of unbalanced risk and return of executives to a certain extent, and weakened the risk aversion tendency of management. When increasing the income from the company's capital investment enables managers to obtain more personal benefits, the interests of management and shareholders will become more consistent.
Managers will be more enthusiastic about increasing self-work time and energy.
Proper investment projects, increase investment scale to get returns. Past scholars' research results also show that executive equity incentives can alleviate conflicts of interest between executives and shareholders, and improve corporate investment levels [9] [10] [11] [12] [13] . Secondly, equity incentives can also alleviate the financing constraints of enterprises to a certain extent. Leland found that equity incentives have the function of signal transmission, and by releasing good news to the capital market, the financing costs caused by information asymmetry can be reduced. Zhang Dunli also confirmed this conclusion using data from China. In addition, equity incentives have also somewhat relieved the company's pressure on executives' cash compensation [14] . Finally, in 2008, the Memorandum on Equity Incentives (II) issued by the China Securities Regulatory Commission explicitly required that the measurement of accounting indicators in equity incentives must be calculated using data after deducting non-recurring gains and losses. This requirement is also limited to some extent.
Managers paying too much attention to short-term performance behaviors, or through the use of related transactions to achieve exercise and unlock conditions, can enable managers to develop valuable investment projects based on the company's long-term development, and investment in short-term wealth management products can not help Executives reach the exercise (unlock) bar.
Under the traditional principal-agent framework, the design of compensation contracts is designed to alleviate agency problems through incentives, and encourage managers to work to maximize company value. Equity incentives are increasingly used as incentives for incentives. In the course of this research, the impact of corporate equity incentives on managerial psychology is neglected.
Psychological research found that past successes and other forms of positive feedback can enhance a person's self-esteem and self-confidence [12] [15], extending to the field of management, pay behavior view that compensation is an important reason that affects managers' cognitive bias. Not only high salary can
give managers positive feedback, other forms of salary incentives such as equity incentives will also It affects the cognitive path of executives. Therefore, in the process of designing the salary system, we should pay more attention to the impact on managers' psychology and the economic consequences of managers' cognitive bias.
This paper argues that granting executive equity incentives can lead executives S. S. Xiong to over-confidence. First of all, when determining the incentive target, the equity incentive plan generally selects those employees who have loyal to the company for a long time in the past or have made special contributions to the company. The share of the employee's equity incentive can also be regarded as a certain degree. To a certain extent, the share of equity incentive granted to employees can also be regarded as the affirmation of the previous work of employees and the higher expectations placed on employees [16] [17] . Previous scholars believe that the potential factors affecting managers' overconfidence include past success, external appreciation of managers, and self-importance of managers. The share of equity incentives given to executives can easily lead to overconfidence of executives. Secondly, the granting of executive equity incentives means that the expected pay gap between the motivated target and other executives who are not granted equity incentives will widen. It is expected that the larger pay gap will be interpreted by the manager as what the organization has done for itself. The compensation of contribution is the recognition of the organization's ability and the recognition of its shareholder value. It is a positive feedback on its own ability. Therefore, the manager will become more confident. When the confidence level exceeds a certain threshold, it will be Excessive self-confidence [18] . Executives will even see the expected increase in the pay gap as an indication of the importance of their abilities and positions, which will also lead to overconfidence of managers [19] . Previous scholars also used executive pay gaps as proxy variables for overconfidence, such as Brown [20] , Zhang Zhengtang [21] and Jiang Fuxiu [22] and other scholars use the ratio of the top three executive compensations to the total executive compensation to measure the degree of overconfidence. Finally, China's equity incentive plan is generally divided into three phases. If the first or even the second phase of the equity incentive plan is successfully exercised or unlocked, it will not only enhance the executives' sense of achievement in the company's performance creation, but also enhance the executives. The influence of other employees in the company's minds, and even under certain circumstances, can enhance executives' voice and partial rights in the company, and encourage executives' overconfidence to continue to increase. The overconfidence of managers caused by the granting of executive equity incentives will alleviate the underinvestment of enterprises. The manager's psychological cognition is ultimately reflected in his organizational behavior, and is reflected in the process of investment decision-making for the manager of the enterprise. For under-investment companies, executive over-confidence caused by the granting of executive equity incentives will increase the level of risk taking of executives. Executives with higher risk appetites will relax their harsh conditions for project review, which will increase the company's investment level and alleviate the lack of investment. Therefore, managers' overconfidence is manifested as a mediating effect in equity incentives and corporate investment deficits. Because the main effect of equity incentives on corporate investment is also significant, the mediating effect of overconfidence is represented as partial intermediary.
The Impact of Executive Equity Incentives on Over-Investment in Enterprises-Based on the Covering Effect of Executive Overconfidence
The agency problem is the main reason for the excessive investment of listed companies in China. The characteristics of short-term behavior of managers in the management of the company are more obvious. What they pursue is generally the maximization of personal wealth during their tenure. This gives executives a strong incentive to increase corporate capital investment. According to modern agency theory, executives who control the company are more likely to over-invest, because they can build for themselves by building a "corporate empire", high salary, allowance and personal reputation [23] [24] . This kind of inefficient investment behavior in order to expand the scale of the enterprise is largely a financial decision made by the manager to further consolidate and strengthen his control rights [25] .
And this irrational behavior can be restrained by setting relevant incentives and supervision mechanisms, while equity incentive mechanism is the most commonly used and most controllable method, which can constrain the deviation of manager behavior caused by uncertain environment. Function [2] [12] [26] . First of all, equity incentives are conducive to coordinating conflicts of interest between managers and shareholders. Because managers themselves also hold stocks of companies, managers and shareholders are a risk-sharing and benefit-sharing relationship. Decision-making based on the principle of maximizing the long-term interests of shareholders can reduce short-term profit-seeking behavior, thus reducing agency problems between managers and shareholders, and reducing agency costs [11] [27]. Granting managers certain rights and incentives can link personal self-interest with corporate wealth, so that managers can share the residual income of the company. Managers will consider the long-term contribution of investment to the company's value when using funds, not just short-term. Secondly, the company's implementation of equity incentives can effectively stimulate the enthusiasm of managers, and make them work hard to improve the company's performance, and can also reduce the irrational behavior of managers' investment decisions. Thirdly, the period of equity incentive plan implemented by listed companies in China is generally about 3 years. If the senior executives leave their jobs during this period, the equity incentive share owned by the executives will automatically become invalid. Therefore, the equity incentives will help lower the executives. The turnover rate is expected to extend the term of the executives, former scholars such as Wu Lianghai [28] and Lin Chaonan [29] Research by scholars such as found that as the executive's tenure is extended, its strategy and decision-making will be more sensible. Generally speaking, short-term executives will pay more attention to short-term interests. Long-term executives will be more interested in their own and long-term interests, thus reducing inefficient investment behavior. At the same time, with the extension of the term of the executives, the speed and quality of information exchange between the members of the enterprise will be greatly improved, so that high-quality information can be effectively obtained from the organization to make the most correct decision-making, and the work efficiency is improved. At the same time, it also promotes the improvement of corporate efficiency. Finally, by studying the stock option exercise conditions and the restricted stock unlocking conditions in the implementation of the equity incentive plan of listed companies in China, it can be found that listed companies pay more attention to the growth of income (such as net profit and net profit growth rate) when setting conditions. And the return on net assets, etc.), few companies will only focus on the increase in the size of the company (operating income, operating income growth rate, etc.), if the manager increases the scale of business income through excessive investment, but the profit situation is not As income grows, it is difficult to achieve the exercise conditions of stock options or the unlocking conditions of restricted stocks, and personal wealth will also be affected. In order not to adversely affect the company's performance, if the project has no special investment value, the manager will not choose an investment project with NPV < 0. Indicators that are oriented toward the company's business performance will encourage managers to focus more on operational efficiency than on building a corporate empire. Similar to the above, the implementation of equity incentives for executives will lead to overconfidence among executives. Over-confident managers tend to overestimate future cash inflows and underestimate the discount rate of projects when analyzing investment projects. As a result, the illusion of a large net present value of the project, the overconfident manager has a stronger willingness to invest in expansion than the rational manager [30] . Secondly, overconfident managers tend to overestimate the accuracy of private information and the correctness of their own decisions, underestimate the possibility of failure of investment decisions, and over-trust the results of matters such as corporate investment decisions [31] [32] . Finally, the exercise (unlock) conditions required by the equity incentive plan are accompanied by requirements for the company's performance growth and net profit growth. In order to achieve higher performance growth, executives will inevitably seek new ways of business growth, including expanding investment. The scale is an effective way to achieve the exercise conditions, and the overconfident managers are blindly investing in the project in order to achieve performance growth based on the over-optimistic belief in the project, and the investment in this case is much more. The land is a phenomenon that damages the value of the company and is manifested as excessive investment.
The overconfidence of managers and the over-investment of enterprises are negatively correlated. That is, the path of equity incentives affecting excessive investment by enterprises may weaken the direct mitigation effect of equity incentives on excessive investment, thus showing the "masking effect". The mask-ing effect is a special case of the mediating effect. In the model, the direct effect is opposite to the indirect effect regression coefficient [33] . Based on the above inference, this paper argues that managers' overconfidence shows a hidden effect in the mechanism of equity incentives and over-investment. In the past, there were more important mediating effects in the study of equity incentives and over-investment, which were not included in the study. The following assumptions are made:
Hypothesis 2: Managers' overconfidence appears as a cover-up effect in executive equity incentives and corporate over-investment.
Research Design
Data
This paper selects China's A-share listed companies as research objects from 2010 to 2016. In addition, this paper considers the year distribution characteristics of the actual incentive effect of equity incentives, and determines the specific year distribution of the equity incentive effect according to the distribution of equity incentive unlocking (exercise) years disclosed in the company's enactment of equity incentives. In addition, ST, *ST, and financial listed companies were excluded from the sample, and the companies that terminated the equity incentive plan were excluded. The total number of over-investment samples determined by the company was 5188, among them, there are 774 samples that implement equity incentive, accounting for 14.92% of the total number of samples; the total number of overconfidence samples was 773, accounting for 14.90% of the total number of samples. And the number of under-investment samples was 10,588, among them, there are 1562 samples that implement equity incentive, accounting for 15.28% of the total number of samples; the total number of overconfidence samples was 1490, accounting for 14.52% of the total number of samples. The data in this paper is derived from WIND software, and the relevant variables of equity incentives are obtained by manually collecting the equity incentive drafts issued by listed companies.
Model
Drawing on the procedure proposed by Wen Zhonglin [28] , this paper constructs the following recursive model to test the masking effect of overconfidence.
( ) The opposite sign, the case where the total effect is obscured. The existence of the "masking effect" indicates that there are other significant intermediate variables between the independent variable and the dependent variable.
Variable Measurement
Equity Incentive
In terms of the intensity of equity incentives, learn from Bergstresser [34] . The method of measuring equity incentives. In this paper, when the company's stock price changes by 1%, the change in the value of the equity incentive share is used to measure the strength of the equity incentives:
, 10,nian 20,nian , Options i t− . In order to motivate the total amount of *30%, 2015 is the total incentive amount *30%, and 2016 is the total incentive amount *40%.
In addition, the research object of this paper is the equity incentive of the entire senior management team. Different from the previous scholars, the research object is limited to the CEO. This paper believes that the relevant investment decisions of listed companies are determined by the senior management team, not just the CEO. Individually, the opinions of the executive team will affect each other, and the opinions of other executives will directly or indirectly affect the investment decisions through the CEO. However, different executives have different influences on investment decisions. However, high-impact executives are generally awarded a higher share of equity incentives, thus playing a weighting effect to better measure the entire executive team.
Insufficient Investment in Enterprises and Excessive Investment by Enterprises
This article draws on Richadson [35] . The method of over-investing in enterprises, this article will , INV i t . Defined as the increase in the company's investment in the current year, the growth rate of operating income (GROWTH i,t−1 ) is selected In this paper, the data from 2006 to 2016 are used for regression, and the fixed effect of the industry is controlled. In order to reduce the influence of outliers on the regression results, this paper performs the tailing processing of the variable values from 1% to 99%, and performs the variable data. Centralized processing, and finally the residual of the regression model is used as a substitute for the non-efficiency investment of the enterprise. If the residual is greater than zero, it is the level of excessive investment of the enterprise. If the residual is less than zero, it is the level of insufficient investment.
Executives are Overconfident
This paper uses the corporate profit forecast deviation method to measure the overconfidence of the senior management team. The listed company information disclosure system requires disclosure of the performance forecast for the current year in the third quarter report. If the enterprise forecasts the current year's profit level to differ by more than 50% from the actual situation, then the company's executive team was considered overconfident in the year and assigned a value of 1. In the current performance forecast disclosed by listed companies, the forecasted profit level generally has a general range. This paper compares the actual net profit growth rate with the predicted profit level and the worst case average net profit growth rate. A net profit growth rate of less than 50% of the projected net profit growth rate is considered a sample of overconfidence. For example, Xinpeng's 2015 third quarter report disclosed a net profit of about 85.827 million yuan to 119,586,700 yuan, an increase of 0% to 35%. In 2015, the actual net profit growth rate of Xinpeng shares was −3.12%, and the average forecast growth rate was 17.5% differs by 117.84%, which is greater than 50%, so this year's executive team is set as a sample of overconfidence. The summary of the variables involved in the paper is shown in Table 1 .
Results
This study selects companies with over-investment characteristics, so for a particular company, there may be different investment characteristics (over-investment or under-investment) between 2010 and 2016, and it is not suitable for panel The data is subjected to regression analysis, so the data processing in this chapter treats the sample data as mixed cross-section data for regression, and adds annual dummy variables to control the time effect in the regression model.
Secondly, considering the heteroscedasticity problem, the Robust option is used in the data processing of the stata analysis software. The regression processing after the paper uses the modified heteroscedastic regression model. Again, in order to avoid the influence of abnormal discrete values, this paper performs 1%
Winzorize processing on all continuous variables in the regression. havior of enterprises. Model3 shows that the total intensity of equity incentives (EI_ALL i,t ) and the coefficient of overconfidence of executives are significantly positive at 5%, indicating a significant positive correlation between equity incentives and executive overconfidence, i.e. giving Executives' equity incentives can cause executives' overconfidence, and the more shares they give to equity incentives, the greater the likelihood that executives will be overconfident. Model6 adds equity incentives and executive overconfidence variables to the regression model of under-investment in the enterprise. Manager overconfidence (OC i,t ) is significantly positive at 1%, the estimated coefficient is 0.1072, and the total intensity of equity incentives. The estimated coefficient is negative at the level of 1%, and the estimated coefficient is 0.0278. Therefore, the direct effect of the total intensity of equity incentives on excessive investment of enterprises is 0.0278.
The indirect effect of the total intensity of equity incentives on over-investment of enterprises is 0.1329 × 0.1072 = 0.0142. The direct incentive effect of the total intensity of equity incentives is the same as the indirect incentive effect, indicating that managers' overconfidence appears as a partial mediating effect in equity incentives and corporate investment deficits. Second, consider the incentive differences between different equity incentive models. The regression results of Model 2 show that the restricted stock incentive intensity estimation coefficient is significantly positive at 5%, while the regression coefficient of stock option incentive intensity is not significant. Model 4 and Model 7 also show the same result. It shows that in terms of alleviating the lack of investment in enterprises, only the incentives of restricted stocks have a mitigating effect, and the effect of stock options in this respect is not significant. The mediating effect of executive overconfidence on executive equity incentives and corporate investment is mainly Incentive utility in the form of restricted stock. On the one hand, it is related to the sample data volume. After 2012, China's listed companies are more inclined to restrict stocks, which leads to insufficient source of sample data for stock options. On the other hand, from the perspective of incentive risk, restricted stocks have been granted to the motivated target at the beginning of the implementation of the equity incentive plan, and the relevant measures stipulate that the price of the restricted stock is the lowest for the first 20 trading days, 60 50% of the average trading price of a company on a trading day or 120 trading days, and under the stock option system, the exercise price must be 20 trading days, 60 trading days or 120 transactions before the draft of the equity incentive plan is announced. One of the average price of the company's stock trading, the exercise price of the stock option is significantly higher than the discounted price of the restricted stock. Therefore, under the same unlocking (exercise) conditions, due to the characteristics of the restricted discounts granted by the restricted stocks, the restricted stocks will have a higher probability of obtaining returns than the stock options after the unlocking (exercise) conditions are met in the future. The risk of stocks is relatively low. In addition, from the perspective of incentive ability, the rights and obligations of stock options have the characteristics of asymmetry. The executives only have the right to exercise the right to exercise without having to bear the obligation to exercise. Therefore, stock options are only incentive and not punitive.
When the exercise condition is reached or the stock price falls below the exercise price, the holder of the equity option will choose to give up the exercise and will not incur substantial losses. Restricted stocks have a series of penalties for executives. Executives need to pay a monetary sum to buy stocks when they are granted restricted stock. If the unlocking conditions are not met, the company will buy back the stock at the price. The executives are responsible for the loss of time cost of cash. Or if the stock price is lower than the purchase cost of the stock after the unlock condition is met, the holder will also cause actual loss of wealth. The rights and obligations of restricted stocks are equal, so restricted stocks are both motivating and punitive.
Therefore, compared with stock options, restricted stocks are more motivating for executives to meet various unlocking conditions to maximize their own interests. The characteristics of all aspects of the restricted stock and stock options can be found that the incentives for equity options are lower than those for restricted stocks. Table 3 shows the test regression results of executive overconfidence in executive equity incentives and corporate over-investment masking effects. The Model 2 results show that the estimated coefficient of total equity incentive strength (EI_ALL i,t ) is significantly negative at 1%, indicating that the implementation of equity incentives can alleviate the excessive investment behavior of enterprises. Model 3 shows that the estimated coefficient of equity incentive total variable (EI_ALL i,t ) is significantly positive at 5%, indicating that there is a significant positive correlation between equity incentives and executive overconfidence, that is, giving executive equity incentives will cause The overconfidence of executives. Model 6 demonstrates the results of multiple regression analysis of total equity incentive intensity and manager overconfidence (OC i,t ) over-investment (OVERINV i,t ). Manager overconfidence (OC i,t ) is significantly positive at 1%, the estimated coefficient is 0.138, the estimated coefficient of total equity incentive is negative at 1%, and the estimated coefficient is −0.0474, so equity incentive The direct effect of total intensity on over-investment of enterprises is −0.0474. The indirect effect of the total intensity of equity incentives on over-investment of executives is 0.1437 × 0.138 = 0.0198. The direct incentive effect of the total intensity of equity incentives is opposite to that of indirect incentives. It shows that managers' overconfidence appears as a "masking effect" between equity incentives and corporate over-investment, and Hypothesis 2 is proved.
Through the analysis of the above empirical results, it can be seen that equity incentives will have an overconfidence tendency by giving positive feedback to Equity incentives have a mitigating effect on the direct effect of excessive investment, while equity incentives have a deteriorating effect on the indirect effects of over-confidence of executives on excessive investment. The direct and indirect effects of equity incentives are opposite, so executives are overconfident. Equity incentives and corporate over-investment play a special mediating effect-the cover effect. The above explanation shows that the equity incentive plan will affect the investment of the enterprise by affecting the psychological factors of the manager. Therefore, the company should also consider the possible impact on the executive psychology when formulating the equity incentive plan, and the senior management's psychology through the precise design of the incentive system. Deviation control is within a reasonable range to maximize the incentive effect of equity, thereby promoting the improvement of corporate performance.
In order to test the robustness of the above conclusions, the paper carries out the following tests: 1) changing the measurement method of key variables, and testing the robustness of the above results by changing the measurement method of executive equity incentive variables. EI_ALL i,t Represents the company's total number of executive equity incentives/company total equity at the beginning of the year, including stock options and restrictions on new stocks, and also considers the actual age of the equity incentive program as described above. EI_RS i,t indicates the company's total number of executive-restricted stock incentives/company total equity at the beginning of the year, EI_OP i,t indicates the company's total number of executive stock option incentives/company total equity at the beginning of the year. 2) Using the propensity score matching method to match the relationship between executive equity incentives and executive overconfidence, and the relationship between executive equity incentives and corporate inefficient investment. The results of the above robustness test are not substantially different from the above, so this paper believes that the previous conclusions are more stable.
Conclusions
Implementation of equity incentives for executives can lead executives to over-confidence, and this role is different for companies with different levels of investment. Insufficient investment in enterprises is mainly caused by the risk aversion characteristics of senior executives and the financing constraints of enterprises. The overconfidence of executives caused by executives' equity incentives will correct the risk aversion characteristics of executives and encourage executives to improve their investment level. In order to alleviate the phenomenon of insufficient investment, the overconfidence plays an intermediary role in executive equity incentives and corporate investment insufficiency, and considers the direct influence path of equity incentives to improve the investment level of enterprises by alleviating corporate financing constraints. Executives' overconfidence plays a part in the intermediary role between the two. Over-investment in enterprises is mainly caused by agency problems between shareholders and managers. Confidence will make managers tend to overestimate future cash inflows and underestimate the discount rate of projects when analyzing investment projects, resulting in the illusion that the project's net present value is too large, and overconfident managers versus rational managers. In the case of a stronger investment expansion intention, when the investment scale exceeds a certain threshold, it will manifest as excessive investment, thereby damaging the company's value. Equity incentives have a mitigating effect on the direct effect of excessive investment, while equity incentives have a deteriorating effect on the indirect effects of over-confidence of executives on excessive investment. The direct and indirect effects of equity incentives are opposite, so executives are overconfident. Equity incentives and corporate over-investment play a special mediating effect-the cover effect. In addition, the paper also proves that the incentive effect of restricted stocks is significantly higher than the incentive effect of stock options.
In summary, the over-confidence of executives caused by the granting of executive equity incentives is different for companies with different investment status.
For under-investment companies, it can enhance the efficiency of executive equity incentives for enterprises. The optimization effect, while for over-investment enterprises, will weaken the optimization effect of executive equity incentives on corporate investment efficiency. Therefore, not only in the design of the program, we should pay attention to the impact of the implementation of equity incentives on executive psychology, but also effectively use or evade the impact of executive equity incentives in combination with the company's specific investment situation. The tendency of managerial overconfidence that may be caused by the implementation of equity incentives cannot be completely regarded as a factor that damages the value of the company. Over-confidence of under-investment executives is conducive to managers taking more active actions for over-investment.
Enterprises should avoid the loss of corporate value caused by over-confidence of executives, but it is almost impossible to completely eliminate the negative impact of managers' overconfidence on company decision-making, and only to a certain extent contain the negative of managers' overconfidence. Effect, therefore, is particularly necessary to establish a sound corporate governance mechanism, effectively playing the decision-making and supervision functions of the board of directors, and improving the supervision mechanism of the board of directors and management by the shareholders' meeting. When implementing the equity incentive plan, the company should consider whether the company's existing governance structure can effectively curb the overconfidence and corresponding behaviors that managers may generate.
Conflicts of Interest
The author declares no conflicts of interest regarding the publication of this paper.
